














































































































Joint Petition for Approval of the Acquisition of 
Abenaki Water Company by Aquarion Company 

Docket No. DW 21-090 
Attachment AQ-AWC-4 

Page 14 of 24

ABENAKI WATER COMPANY 

Notes to Financial Statements 
Years Ended December 31, 2020 and 2019 

4. Regulatory Matters (continued) 

On May 10, 2019, NH PUC issued order No. 26,251, Investigation to Determine Rate Effects 
of Corporate Tax Reductions ("Order 26,251"), which was undertaken by NH PUC to address 
the impact on rates charged to customers due to the reduction in the federal corporate tax 
rate from 34% to 21% and in the state business enterprise tax rates from 0.720% to 0.675% 
and state business profits tax from 8.2% to 7.9%. Specifically, Order 26,251 addressed two 
areas of income taxes: (1) the income tax expense included in rates charged to customers; 
and (2) the excess accumulated deferred income tax ("EDIT") liability. 

In accordance with the order, the Company was ordered to create a regulatory liability of 
$9,407 annually to account for the decrease in its federal and state income tax expenses and 
to establish a regulatory liability of $38,966 to account for its EDIT, effective January 1, 2018. 
The Company was further ordered to suspend amortization of EDIT for Belmont and Bow 
systems until those systems' next general rate proceedings. 

The Company's financial statements as of and for the years ended December 31, 2020 and 
2019 have been adjusted to comply with these orders. 

5. Investment in Cooperative Capital Plan 

The Company has an investment in CoBank's cooperative capital plan, which earns an annual 
patronage distribution on the average loan volume outstanding, of which portion (67% in 2020) 
is paid in cash and the remaining distribution in the form of Class A Common Stock of Co Bank, 
ACB. The patronage distribution is paid to participants subsequent to the year in which it is 
earned. 

The Company earned a patronage refund of 97 and 80 basis points on its average loan 
amount outstanding of $488,313 and $648,933 during 2020 and 2019, respectively. Out of 
the total refund due of $4,713 and $5,192, $1,563 and $1,845 was allocated to the investment 
and the remaining amount is included in accounts receivable at 2020 and 2019, respectively. 

The investment is valued using the cost method of accounting. Under this method, only 
dividends received, and not the Company's share of the earnings or losses of the investments, 
are included in the statements of operations. 

6. Note Payable, Bank 

The Company has a $150,000 secured line of credit with interest at LIBOR plus 1.75%, as 
defined (1.85% at December 31, 2020). The line of credit expires in June 2021. Total 
amount outstanding was $22,200 and $13,900 at December 31, 2020 and 2019, respectively. 

7. Long-Term Debt 

The Company has a mortgage payable and term loan, bank that are secured by substantially 
all of the assets of the Company and are guaranteed by NESC. 
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ABENAKI WATER COMPANY 

Notes to Financial Statements 
Years Ended December 31, 2020 and 2019 

7. Long-Term Debt (continued) 

The Company's mortgage and term loan, bank, agreements contains certain financial 
covenants that require, among other things, maintenance of minimum funded debt to 
capitalization ratio and minimum debt service coverage ratio, as defined. As of December 31, 
2020, certain financial covenants have not been met and the bank has waived such 
noncompliance. 

A summary of long-term debt at December 31, is as follows: 

Mortgage payable, bank, 3.68%, $3,003 of interest 
and principal due monthly through February 2024. 

Term loan, bank, 3.55%, $2,350 of interest and 
principal due monthly through September 2036. 

Term loan, State Revolving Fund, 2.86%, $645 of 
interest and principal due monthly through 
October 2031. 

Less current portion 
Net long-term portion due 
Less unamortized finance costs 

Principal payments of long-term debt follow: 

Year ending December 31, 
2021 
2022 
2023 
2024 
2025 
Thereafter 

Total 

14 

Amount 
$ 54,674 

56,658 
58,715 
29,956 
25,214 

292,376 
$517 593 

2020 

$107,335 

338,232 

72,026 
517,593 
{54,674) 
462,919 
{11,903) 

$451 016 

2019 

$138,669 

353,886 

77 614 
570,169 
{52,266) 
517,903 
{14,845) 

$503 058 
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ABENAKI WATER COMPANY 

Notes to Financial Statements 
Years Ended December 31, 2020 and 2019 

8. Revenue Recognition 

Contracts with Customers 

The following table presents the Company's operating revenues by customer class: 

Year ended December 31, 
2020 2019 

Water Operations 
Residential $ 392,933 $ 341,156 
Commercial 163,342 220,514 
Surcharge 64,976 27,829 

Total Water Operations 621,251 589,499 

Wastewater Operations 
Residential 102,808 97,839 
Commercial 12,602 13,043 
Surcharge 5,039 

Total Wastewater Operations 115,410 115,921 

Other 80 315 

Total Contracts with Customers $ 736,741 $ 705,735 

All customers are billed monthly on a cycle basis. The Company accrues revenue and a 
related contract asset for actual or estimated water delivery and wastewater collection 
services provided but not yet billed to customers based on actual or estimated water usage 
from the latest meter reading to the end of the year. 

9. Taxes Other than Income Taxes 

Taxes other than income taxes for the years ended December 31, 2020 and 2019 are as 
follows: 

December 31, 
2020 2019 

Property taxes $39,055 $27,920 
State utility tax assessments 9,682 9,130 

Total Taxes Other than Income Taxes $48 737 $37 050 
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ABENAKI WATER COMPANY 

Notes to Financial Statements 
Years Ended December 31, 2020 and 2019 

10. Income Taxes 

Income tax expense (benefit) for the years ended December 31, 2020 and 2019 are as 
follows: 

2020 2019 
Federal State Total Total 

Current income taxes $ $ 3,000 $ 3,000 $ 21,600 

Tax benefit of operating loss carryforwards (4,900) 
Deferred income tax benefit (10,100) (10,100) (5,000) 

Total Income Taxes (Benefit) $ {10,100) $ 3,000 (7,100) 11,700 

Less attributed to other income (1,400) 2,300 

Net Charged to Utility Operations $ (8,500) $14,000 

The components of the Company's deferred tax liability at December 31, are as follows: 

Deferred Tax Liability 
Basis difference resulting from Tangible 

Property Regulations 
Accelerated depreciation on utility plant 

Net Deferred Income Tax Liability 

11. Earnings Per Share 

2020 

$ (14,600) 
(96,500) 

$ (111,100) 

2019 

$ 
(60,800) 

$ (60,800) 

Earnings per share on common stock are computed by dividing net income, by the weighted 
average number of shares outstanding, which are 100 for the years ended December 31, 
2020 and 2019. 

12. Related Party Transactions 

Certain expenses are allocated to and from NESC and its affiliate, VWS. Below is a summary 
of the balances due from ( owed to) related parties as of December 31, 

2020 2019 
NESC $ (378,729) $ (114,630) 
ewe 24,200 $ 
vws 22,195 14,710 

$ (332,334) $ (99,920) 

The Company also purchases services and materials from NESC, VWS and MWS. 
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ABENAKI WATER COMPANY 

Notes to Financial Statements 
Years Ended December 31, 2020 and 2019 

12. Related Party Transactions (continued) 

13. 

Below is a summary of related party transactions for the years ended December 31, 

2020 2019 
Related party purchases 

NESC $ 470,410 $ 397,651 
vws 6,975 6,017 
Ml.NS 9 86 

$ 477,394 $ 403,754 

Commitments 

Capital Budget 

The Company is engaged in a continuous construction program and expects to spend 
approximately $650,000 over the next five years for new utility plant and/or improvements to 
existing infrastructure. A majority of this program is expected to be financed with internally 
generated funds. 

14. Concentration 

Approximately 25% and 30% of total revenue was derived from one customer in 2020 and 
2019. The Company had outstanding accounts receivable from this customer of 
approximately $0 and $3,700 at December 31, 2020 and 2019, respectively. 

15. Supplemental Disclosure of Cash Flow Information 

Interest paid 
Income taxes paid 

2020 
$ 19,811 

8,633 

2019 
$ 19,385 

5,181 

Supplemental Disclosure of Non-cash Investing and Financing Activities 

Acquisition of rate base assets of Tioga in 2019 was financed through advance from NESC 
of $78,163. In connection with the acquisition, the Company assumed existing long-term 
debt of Tioga of $81,703. 

During 2019, NESC converted $354,422 due from the Company into additional paid in 
capital. 
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ABENAKI WATER COMPANY 

Notes to Financial Statements 
Years Ended December 31, 2020 and 2019 

16. COVID-19 Pandemic 

The ongoing outbreak of the coronavirus disease 2019 ("COVID-19"), which was declared a 
pandemic by the World Health Organization in March 2020, has adversely impacted global 
commercial activity and contributed to significant volatility in financial markets. Many countries 
around the world, including the United States, have implemented significant governmental 
measures to control the spread of COVID-19. 

The Company is considered an essential business in New Hampshire and has continued its 
operations and employing its workforce on a full-time basis throughout 2020. In April 2020, 
NH PUC imposed various requirements for all public service utilities in New Hampshire 
designed to assist customers impacted by the pandemic. NH PUC's decision requires the 
Company to offer payment plans to all customers requesting financial assistance of up to 24 
months, waive all fees and interest in the calculation of amounts due and places a moratorium 
on the shutting off of customer water through February 2021. NH PUC's decision has not 
materially impacted the Company's cash flows from operations in the current period, nor is it 
expected to materially impact any future periods. 

The full duration and extent of the COVID-19 pandemic, related business restrictions, and 
changes to behavior intended to reduce its spread are uncertain as of the date these financial 
statements were available for issuance, as the pandemic continues to evolve globally. 
Therefore, the full extent of any future adverse impact on the results of operations, financial 
position and cash flows cannot be reasonably estimated at this time. 

***** 
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Trailing 12 Months - Unaccounted For Water & Avg. Daily Production & Demand 

Period: APR 2020 - MAR 2021
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